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1. FOLLOWING POINTS HAVE BEEN DRAFTED IN RESPONSE TO 
MOLTRECHT'S QUESTION RAISED REFTEL, PARA. 2, AND SHOULD BE 
PASSED TO HIM ASAP. PTE, ASF, ADVISE IF MOLTRECHT DESIRES 
DETAILED RESPONSE TO OTHER ASPECTS U.S. POSITION PRIOR TO 
MADRID MEETING. 

2. IN THE PAST THE U.S. HAS IN FACT GENERALLY ARRANGED TO 
HAVE APPROPRIATIONS PASSED BY CONGRESS AT LEAST FOR A 
FIRST INSTALLMENT BEFORE AGREEING TO SUBSCRIBE TO CALLABLE 
CAPITAL. IN SOME CASES, WE HAVE MADE A LEGALLY BINDING 
COMMITMENT ON THE BASIS OF A CONGRESSIONAL EXPRESSION OF 
AGREEMENT IN A COMMITTEE REPORT, I.E., IDA III. WE NOW 

FEEL WE CAN GO EVEN BEYOND THIS RELYING SOLELY ON AUTHORI- 
ZING LEGISLATION AS COMMITTING THE U.S. FOR CALLABLE 
CAPITAL ONLY. 
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3. IN THE CASE OF THE INTER-REGIONAL CAPITAL AS EXPLAINED 
BY MR. BUSHNELL AT THE BONN MEETING, THE U.S. IS CONSIDERING 
SUBSCRIBING TO CALLABLE CAPITAL WITHOUT OBTAINING 
APPROPRIATIONS. DURING THE PAST YEAR, WE HAVE RECEIVED 
INDICATIONS THAT CONGRESS WOULD NOT OBJECT TO CALLABLE 

CAPITAL SUBSCRIPTIONS ON AN AUTHORIZATION ONLY BASIS, 
ALTHOUGH WE INTEND TO CONSULT FURTHER WITH CONGRESS 
BEFORE FORMALLY UNDERTAKING TO PROCEED ALONG THIS TRACK. 

4. THE FOLLOWING LEGAL POINTS MAKE CLEAR THAT A 
COMMITMENT TO SUBSCRIBE AND SUBSCRIPTIONS WITHOUT A PRIOR 
APPROPRIATION WOULD BE FULLY BINDING ON THE UNITED STATES. 

5. WITH REGARD TO IDB ORDINARY OR INTER-REGIONAL CALLABLE 
CAPITAL, THERE IS NO NECESSITY IN U.S. DOMESTIC LEGISLATION 
FOR ANY PRIOR APPROPRIATIONS BY THE U.S. CONGRESS FOR THE 
U.S. TO SUBSCRIBE TO THE CALLABLE CAPITAL OF THE BANK, 
ALTHOUGH APPROPRIATIONS CLEARLY WOULD BE REQUIRED PRIOR 
TO ANY PAYMENT PURSUANT TO A FUTURE CALL ON THE SUB- 
SCRIPTION. THE AUTHORIZING LEGISLATION BY ITS TERMS 
WOULD GIVE THE U.S. AUTHORITY FOR THE SUBSCRIPTION - 
EITHER TO ORDINARY CAPITAL OR TO INTER-REGIONAL CAPITAL. 
ONCE THE U.S. SUBSCRIBES TO THE CALLABLE CAPITAL OF THE 
BANK, THERE IS A LEGALLY BINDING OBLIGATION ON THE U.S. 

THUS, U.S. CALLABLE SUBSCRIPTIONS WOULD HAVE THE STATUS 
OF OBLIGATIONS BACKED BY THE FULL FAITH AND CREDIT OF THE 
U.S., I.E., SAME STATUS AS U.S. GOVERNMENT AND U.S. AGENCY 
OBLIGATIONS. 

6. THE ATTORNEY GENERAL OF THE U.S. HAS TAKEN THE 
POSITION THAT WHERE AN AGENCY OF THE U.S. CONTRACTS AN 
OBLIGATION PURSUANT TO A CONGRESSIONAL GRANT OF AUTHORITY 
FOR CONSITIUTIONAL PURPOSES SUCH OBLIGATION IS FULLY 
BINDING ON THE U.S. NOT WITHSTANDING FACT THAT A FUTURE 
APPROPRIATION MIGHT BE NECESSARY IN ORDER TO FUND THAT 
OBLIGATION. THUS, WHILE AS NOTED ABOVE, APPROPRIATIONS 
WOULD HAVE TO BE SOUGHT FROM THE U.S. CONGRESS IF THERE 
WAS A CALL ON THE CALLABLE CAPITAL, THE LEGALLY BINDING 
OBLIGATION OF THE U.S. GOVERNMENT ARISES AS SOON AS THE 
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SUBSCRIPTION IS MADE. 

7. THE ONLY REASON WHY AN APPROPRIATION AS WELL AS AN 
AUTHORIZATION IS NECESSARY FOR U.S. CALLABLE CAPITAL 
SUBSCRIPTIONS TO THE ORDINARY CAPITAL OF THE IDB IS THE 
COVENANT BETWEEN THE BANK AND ITS EXISTING ORDINARY 

PITAL BONDHOLDERS WHICH PROVIDES THAT THE BANK WILL 
NOT BORROW FOR ITS ORDINARY CAPITAL RESOURCES BEYOND THE 
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AMOUNT OF U.S. CALLABLE CAPITAL "IN RESPECT OF WHICH THE 
U.S. HAS TAKEN ALL ACTION NECESSARY TO PERMIT PAYMENT 
OF ANY CALL OR CALLS ON DEMAND". FOR THE U.S. TO MAKE 
PAYMENT ON DEMAND WITHOUT FURTHER CONGRESSIONAL ACTION, 
THE FUNDS MUST HAVE BEEN APPROPRIATED. 

8. IT IS THUS ONLY THE ON DEMAND ASPECT OF THE ORDINARY 

CAPITAL COVENANT THAT MAKES THE U.S. APPROPRIATION 
NECESSARY, AND WOULD CONTINUE TO MAKE IT NECESSARY FOR 
ORDINARY CAPITAL AS LONG AS COVENANT IS OUTSTANDING. THE 
APPROPRIATION IS NOT NECESSARY FOR THE U.S. TO INCUR A 
LEGALLY BINDING OBLIGATION UPON SUBSCRIPTION TO THE SHARES. 
SINCE IT IS NOT EXPECTED THAT SUCH A COVENANT WOULD BE 
INCLUDED IN THE INTER-REGIONAL CAPITAL BONDS, APPROPRI- 
ATIONS WOULD NOT BE NECESSARY FOR A U.S. SUBSCRIPTION TO 
THE CALLABLE INTER-REGIONAL CAPITAL, AND THE U.S. WOULD 
BE ABLE TO SUBSCRIBE TO SUCH CAPITAL IMMEDIATELY AFTER 
OBTAINING AUTHORIZING LEGISLATION. 

9. IN CASE OF SUBSCRIPTION TO PAID-IN CAPITAL BY THE 
U.S., IT IS THE INTENTION OF THE U.S. TO SEEK APPROPRIA- 
TIONS AS WELL AS AUTHORIZING LEGISLATION WHETHER THE 
U.S. SUBSCRIPTION IS TO THE ORDINARY OR TO THE INTER 

REGIONAL CAPITAL OF THE BANK. THE REASON FOR THIS IS THAT 
IT IS NECESSARY THAT FUNDS BE APPROPRIATED BEFORE PAYMENT 
TO THE BANK CAN BE MADE. KISSINGER 


LIMITED OFFICIAL USE 


NNN 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Message Attributes 


Automatic Decaptioning: X 
Capture Date: 01 JAN 1994 
Channel Indicators: n/a 
Current Classification: UNCLASSIFIED 

Concepts: FOREIGN ASSISTANCE APPROPRIATIONS, CAPITAL (FINANCE), CAPITAL FLOWS, MEETINGS 

Control Number: n/a 
Copy: SINGLE 
Draft Date: 06 DEC 1974 
Decaption Date: 01 JAN 1960 
Decaption Note: 

Disposition Action: RELEASED 
Disposition Approved on Date: 

Disposition Authority: IzenbelO 
Disposition Case Number: n/a 
Disposition Comment: 25 YEAR REVIEW 
Disposition Date: 28 MAY 2004 
Disposition Event: 

Disposition History: n/a 
Disposition Reason: 

Disposition Remarks: 

Document Number: 1974STATE268047 

Document Source: CORE 

Document Unique ID: 00 

Drafter: EMEIGHER:WW 

Enclosure: n/a 

Executive Order: N/A 

Errors: N/A 

Film Number: D740354-0966 
From: STATE 
Handling Restrictions: n/a 
Image Path: 

ISecure: 1 

Legacy Key: Iink1974/newtext/t1 9741 253/aaaabtsd. tel 

Line Count: 143 

Locator: TEXT ON-LINE, ON MICROFILM 
Office: ORIGIN TRSE 

Original Classification: LIMITED OFFICIAL USE 
Original Handling Restrictions: n/a 
Original Previous Classification: n/a 
Original Previous Handling Restrictions: n/a 
Page Count: 3 

Previous Channel Indicators: 

Previous Classification: LIMITED OFFICIAL USE 

Previous Handling Restrictions: n/a 

Reference: BONN 18678 

Review Action: RELEASED, APPROVED 

Review Authority: IzenbelO 

Review Comment: n/a 

Review Content Flags: 

Review Date: 09 MAY 2002 
Review Event: 

Review Exemptions: n/a 

Review History: RELEASED <09 MAY 2002 by elyme>; APPROVED <21 MAR 2003 by Izenbel0> 

Review Markings: 

Declassified/Released 
US Department of State 
EO Systematic Review 
30 JUN 2005 


Review Media Identifier: 

Review Referrals: n/a 
Review Release Date: n/a 
Review Release Event: n/a 
Review Transfer Date: 

Review Withdrawn Fields: n/a 
Secure: OPEN 
Status: NATIVE 

Subject: IDB INTER-REGIONAL CAPITAL FUND 
TAGS: EAID, EFIN, IDB 
To: BONN 
Type: TE 

Markings: Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 


Declassified/Released US Department of State EO Systematic Review 30 JUN 2005 



